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INTBODUCnON 


The  following  information  for  all  members  of  tiie  anned  forces 
pertains  to  the  computation  and  preparing  of  federal  incOTie  tax 
return  for  the  calendar  year  1943.  It  is  published  with  4he  approval 

of  the  Bureau  of  Internal  Kevenue  and  supplements,  or  in  somere-. 
spects  modifies,  the  Bureau  of  Supplies  and  Accounts  pamphlet,  Cur- 
rent Tax  Payment  Act  of  1943"  dated  July  12, 1943.         , .  ,  , 

1  Under 'the  ''pay-as-you-go"  income  tax  system,  which  became 
effective  on  July  1,  1943,  part  or  all  of  the  income  taxes  of  most 
civilian  employees— both  regular  income  taxes  and  victory  taxe^ 
was  withheld  from  their  wages  during  1943  and  turned  over  to  the 
Treasury  Department  by  employers.  In  the  cases  of  individuals 
who  were  not  kept  substantially  paid  up  by  wa^es  withheld,  payments 
(usually  quarterly)  were  required  on  the  basis  of  "declarations  of 
estimated  tax,  although  general  extensions  of  time  for  makni^  current 
payments  of  taxes  were  granted  to  members  of  the  armed  loi'ces. 

2.  We  are  still  in  the  transition  period  of  "pay-as-you-go  .  >Vhen 
the  plan  started,  ttixpayers  already  owed  a  1942  tax.  To  relieve 
them  of  paving  both  years'  taxes  (1942  and  1943)  m  one  year,  Con- 
cress  decided  to  forgive  a  part  of  one  year's  tax.  Therefore,  most 
texpayers  will  have  to  figure  how  much  of  that  year  s  tax  was  iwt 
forgiven  and  make  a  payment.  ,  i  £ 

8  Special  rules,  however,  were  made  applicable  to  members  of 
the  armed  forces,  and  the  following  information,  based  upon  inquiries 
submitted  to  the  Bureau  of  Internal  Revenue,  is  designed  to  assist 
them  in  preparing  their  1943  Federal  income  and  victory  tax  returns 
with  especial  reference  to  the  more  difficult  and  technical  details  of 
applying  the  provisions  of  the  Current  Tax  I'ayment  Act  of  1943 
to  the  exemptions  and  tax  forgiveness  of  service  persomiel,  their 
wives  or  husbands.  ^ 

SECTION  I— WHO  MUST  MAKE  RETURNS 

4  Filing  requirementf^.—a.  Federal  individual  income  tax  returns 
for  the  calendar  year  1913  must,  in  general,  be  made  by  the  following 
citizens  and  residents  of  the  United  States :  . 

(a)  Every  "single  person"  whose  gross  income  from  all  sources 
in  1 9J3  was  $500  or  more.  The  term  "single  person"  includes  un- 
married persons,  widows,  widowers,  divorcees,  and  married  per- 
sons separated  by  mutual  consent.  ,  .  ,  j 
{b)  Every  individual  married  person  (living  with  husband 
or  wife)  whose  gross  income  was  more  than  $624.. 

(<?)  Every  married  person  (living  with  husband,  or  wife)  if 
he  or  she  had  gross  income  of  $1^00  or  more  and  other 
spouse  had  none,  or  if  their  combined  gross  income  was 

or  more.  ,    ^  . 

id)  Every  individual  who  paid  or  owed  a  tax  on  1942  income. 

ie)  Ever\'  individual  who,  before  entering  the  armed  forces, 
had  income  and  victory  taxes  withheld  from  his  wages  dunng 
1943.  He  should  file  a  return  even  though  he  did  not  nave  as 
much  as  $500  cross  income  for  that  year,  because  he  may  be  eligi- 
ble for  a  refund,  which  can  be  established  by  filing  a  return. 

46.  Where  the  marital  status  changed  during  1943,  a  return  must  be 
made  if  the  onnbined  gross  income  of  husband  and  wife,  though  less 


8 

than  $1,200,  equals  or  exceeds  the  aggregate  total  of  (a)  $500  prc^- 
rated  for  the  period  during  which  he  was  single,  (b)  $500  prorated 
for  the  period  during  which  she  was  single,  and  (c)  $1^00  prorata 
for  tlie  period  during  which  they  were  married. 

5.  $1,500  ExdlusioTu—a.  In  ascertaining  whether  members  of  th© 
armed  forces  of  the  United  States  or  of  other  United  Nations,  in 
active  service,  had,  for  Federal  income  tax  purposes,  gToss  incomes 
of  $500,  $024,  or  $1,200  referred  to  above,  they  are  entitled  to  first  ex- 
clude from  their  active  service  pay  for  1943  an  amount  not  in  excess 
of  $1,500,  which  is  exempt  from  income  tax  by  law.  This  exclusion 
is  allowable  without  distinction  as  to  the  rank  or  marital  status  of 
the  recipient  of  the  pay.  If  a  husband  and  wife  are  both  mem.bers  of 
the  armed  forces  in  active  service,  then  each  is  entitled  to  exclude  up 
to  $1,500  from  his  or  her  separate  pay  before  considering  any  amount 
as  gross  incoinc.  A  person  is  in  active  service  if  he  or  she  is  actually 
serving  in  such  forces,  irrespective  of  location.  Active  service  includes 
periods  during  which  a  person  is  absent  from  duty  on  account  of  sick- 
ness, wounds,  leave,  internment  by  enemy,  or  other  lawful  cause,  but 
it  does  not  include  retirement,  or  periods  in  the  inactive  reserve.  The 
exclusion  applies  to  comi^ensation  received  during  the  present  war; 
however,  pay  received  after  discharge  or  release  from  active  service 
is  iQcludible  in  gross  income  even  though  it  relates  to  services  which 
were  rendered  while  in  active  service. 

6&.  Where  a  married  couple  lives  in  a  community  property  State, 
and  either  (or  both)  is  in  the  armed  forces,  the  "$1,500  exclusion"  is 
made  before  determming  how  much  of  the  gross  income  belongs  to  the 
husband  and  how  much  to  the  wife.  This  amount,  being  exempt  as 
a  class  of  income  when  received  by  a  husband  who  maintains  a  domi- 
cile in  a  community  property  State,  is  also  ex^pt  in  the  hands  of 
the  wife,  and  vice  versa,  and  therefore  this  exclusion  from  gross 
income  operates  hefore  the  apportionment  of  gross  income  is  made 
between  tnem  under  the  community  property  law* 

SECTION  II— FILING  RETURNS-FORMS  AND  TIME 

6.  FoTTM  of  Return  to  File.— a.  General  Rule:  The  long  form  of 
return,  Form  1040,  is  intended  for  general  use  of  citizens  and  residents 
of  the  United  States.  A  short  form,  Form  1040A,  may,  at  the  option 
of  the  taxpayer  who  makes  a  return  on  the  cash  basis,  be  filed  instead 
of  Form  1040  by  any  citizen  or  resident  who^  income  was  $3,000  or 
less  during  1943,  provided  {a)  that  all  of  this  income  consists  wholly 
of  one  or  more  of  the  following :  salary,  wages,  bonuses,  commissions, 
dividends,  interest,  or  annuities;  and  {h)  that  his  or  her  spouse  does 
NOT  make  a  return  on  the  long  Form  1040. 

6ft.  Special  Rule  for  Separate  or  Joint  Returns :  Wliere  husband  and 
wife  desire  and  elect  to  file  a  joint  returii,  instead  of  separate  returns, 
they  may  use  the  kmg  Form  1040  if  they  were  living  together  at  the 
close  of  the  taxable  year,  or  they  may  use  the  short  Form  lOlOAif  they 
lived  together  on  July  1  of  the  taxaole  year,  except  that  if  one  spouse 
dies  dunng  the  year,  a  joint  return  cannot  be  made.  A  joint  return 
must  be  signed  by  both  spouses,  unless  one  spouse  or  other  person  is 
authorized  to  sign  as  agent  for  the  other  spouse,  in  which  event  autlior- 
ization  for  sudi  action,  in  the  f oraa  of  a  power  of  attorney  on  Form 
835  or  of  a  cCTtified  cc^y  of  a  proper  general  power  of  attorney,  must 
accompany  the  return.  When  an  election  has  been  exercised  to  file 
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either  a  joint  return  or  two  separate  returns,  amended  letume  for  the 
same  taxable  year  must  adhere  to  that  election  and  cannot  be  changed 
to  th.e  other  basis.  For  the  rule  applicable  where  the  exercise  of  an 
election  bv  one  spouse  is  postponed,  see  paragraph  Id  below. 

7.  Whe7i  to  File  Returns.— <i.  General  Rule:  In  general,  income 
titx  returns  of  citizens  and  residents  of  the  United  States  for  1943  are 
required  by  law  to  be  filed  not  later  than  midnight  of  Wednesday, 
■  March  15,  1944,  although  they  should  be  prepared  as  soon  as  possible 
after  January  1,  1944,  in  order  that  the  special  features  Avhich  are  a 
part  of  the  1043  return,  because  of  the  transitioa  to  the  pay-as-you-go 
plan,  may  be  completed  v.ithout  delay.  Waiting  "until  the  last 
minute"  mwy  result  in  serious  inconvenience  to  everyone  concerned. 

76.  Si)ecial  Time  Eules:  Members  of  the  military  or  naval  forces 
(hereinafter  referred  to  as  'Muembers'^  or  'Sneinber'"^)  who,  \vhen  the 
return  is  due,  are  on  active  duty  outside  tlie  continental  United  States 
(the  States  and  the  District  of  Columbia),  or  are  on  sen  duty,  m.ay 
postpone  filing  returns  and  making  payments  of  tax,  until  the  15th 
day  of  the  fourth  month  following  the  month  in  which  they  cease  to 
serve  on  sea  duty  or  outside  the  continental  United  States,  but  not 
beyond  the  15th  day  of  the  third  month  following  the  month  in  which 
the  war  ends.  This  postponement  applies  als<^  to  civilian  employees 
of  the  United  States  Government,  or  of  Federal  agencies,  who  are 
detained  by  an  enemy  government,  or  are  beleaguered  or  besieged  by 
enemy  forces.  Other  individuals  who  have  been  continuously  out- 
side the  Americas  for  more  than  90  days,  after  December  6,  1941,  are 
allowed  a  postponement  for  filing  a  return  or  paying  a  tax,  aiiiount- 
in^r  to  such  period  plus  90  days,  but  not  beyond  the  15th  day  of  the 
third  month  following  the  montii  in  which  the  present  war  ends.  If 
^  such  individual  dies  after  returning  to  the  United  States  from  beyond 
the  Americas,  the  postponement  to  which  he  was  entitled  cannot  ex- 
tend beyond  the  15th  day  of  the  third  month  following  the  month  in 
which  an  executor,  administrator,  conservator  of  his  estate 
qualifies. 

7<?.  If  the  nonmember  spouse  of  a  member  of  the  armed  forces- has 
for  1943  gross  income  of  less  than  $1,200,  the  posfponem«it  in  para- 
graph 76  above  ajpplies  to  both  individuals. 

7fl?.  If,  however,  the  nonmember  spouse  has  gross  income  of  $1^00  or 
more  for  1943,  the  due  date  of  the  nonmember's  return  and  tax  pay- 
ments is  not  postponed,  and  a  return  must  be  filed.  Assuming  that 
one  spouse  is  a  member  of  the  armed  services  and  is  entitled  to  post- 
ponement, the  following  rules  apply  to  the  return  to  be  filed  now  by  the 
other  spouse  who  is  not  a  member  of  the  services,  and  to  the  return 
to  be  filed  in  the  future  by  the  member  upon  terminatioii  of  the 
postponement: 

(1)  The  nonmember  spouse  may  file  a  separate  return;  upon 
termination  of  the  postponement,  the  member  may  elect  to  file 
a  separate  return,  or  the}'  may,  instead,  elect  to  file  a  joint  return 
Avhlch  will  supersede  the  earlier  separate  return  of  the  non- 
member.  This  election  to  file  a  joint  return  applies  also  where 
neither  the  member  nor  the  nonmember  has  filed  a  return. 

(2)  The  nonmember  spouse  may  file  a  joint  return,  including 
therein  his  or  her  own  income  and  deductions,  and  the  income  and 
deductions  of  the  member  to  the  extent  known;  upon  termination 


wof  the  postponement,  the  member  may  acquiesce  in  the  joint  re- 
turn  basis,  or  may  elect  to  file  a  separate  return,  in  which  latter 
etent  the  tax  liability  of  each,  ta^ayer  will  be  determined  by 
the  Bureau  of  lat^mal  Bevenue  on  the  basis  of  separate  returns 
without  further  action  on  the  nonmember's  part* 

(3)  Due  dates  whew  mmber's  election  is  exercised  up<m  ter- 
mmation  of  postponement: 

(a)  Where  separate  returns  are  made  by  both  spouses,  the  due 
date  of  their  respective  returns  is  (aa)  March  15,  1944,  for  the 
nonmember  spouse  in  ihis  country,  and  (bb)  is  d^rmined  by 
the  length  of  the  postponement  fOT  the  member  as  exjdained  in 
paragraph  7b. 

(&)  Where  a  joint  return  is  made  by  both  spouses  upon  termina- 
tion of  the  member's  postponement,  the  due  date  of  that  joint 
return  and  tax  is  the  date  on  or  before  which  the  election  may  be 

timely  made. 

(4)  Due  date  where  both  spouses  are  entitled  to  postponement. 
^Viien  the  due  dates  of  both  spouses  are  postponed,  as  when  both 
are  members  of  the  armed  forces  serving  outside  the  contin^^ 
United  States,  or  where  one  is  a  member  serving  out^de  the  con- 
tinental United  States  and  the  oth^  is  a  nonmember  outside  of 
the  Americas,  and  one  of  the  spouses  returns  later  than  liie  other, 
the  election  may  be  made  on  or  before  the  latOT  due  date  of  the 
two. 

(5)  The  nonmember  filing  a  return  on  or  before  March  15, 1944, 
where  the  member  is  entitled  t6  postponement,  should  attach  a 
rider  to  the  return  explaining  that  the  election  to  file  a  joint 
return  could  not  be  exercised  because  of  the  absence  of  the  mem- 
ber (husband,  or  wife,  as  the  case  may  be)  serving  in  the  armed 
forces  outside  the  continental  United  States  or  on  sea  duty  and 
that  the  taxpayer  may  join  with  the  member  in  making  such  elec- 
tion, should  the  latter  care  to  do  so.  at  the  time  the  member's  return 
is  made  on  or  before  the  postponed  due  date. 

(6)  If  member  and  nonmember  spouses  live  in  a  community 
property  State  (in  which,  by  State  law,  income  upon  receipt  be- 
longs equally  to  husband  and  to  wife)  and  community  income 
is  neither  actually  nor  constructively  received  by  the  nonmember 
during  1943,  it  need  not  be  included  in  the  return  filed  by  the 
nonmember.  Upon  termination  of  postponement,,  it  should  be 
included  in  a  joint  return  filed  on  or  before  the  member's  due 
date,  or  in  a  separate  return  for  the  member  and  an  amended  re- 
turn for  the  nonmember  filed  on  or  before  the  member's  due  date. 

(7)  If  husband  and  wife  filed  a  joint  return  for  1942  but  file 
separate  returns  for  1943,  the  payments  on  account  of  the  1942 
tax  may  be  treated  as  the  payments  of  either  the  husband  or 
the  wife,  or  may  be  divided  between  them  as  they  choose.  Where 
the  spouses  are  divorced  in  1943,  credit  for  the  payments  on  the 
1942  joint  return  shall,  in  the  absence  of  agreement,  be  prorated 
in  the  ratio  of  the  respective  taxable  incomes  of  the  spouses  for 
1942.  The  credits  reported  in  line  13  of  the  separate  Form  1040A 
or  line  21  on  page  4  of  the  separate  Form  1040,  for  {a)  cash  pay- 
ments of  taxes  and  for  {h)  taxes  paid  by  whhholding  at  source 
from  wages  of  an  individual  spouse  in  1943,  may  be  claimed  only 
in  ^  return  fited  by  that  individual.   If  the  credits  of  one 


spouse  exceed  tihe  total  tax  liability  shown  in  Us  or  her  retutn^ 
resulting  in  an  overpayment^  and  uie  credits  other  ^onse 

are  less  than  the  total  tax  habilitv  shown  in  the  latter's  return, 
the  credits  to  which  the  one  is  entitled  cannot  he  made  available  to 

the  other  except  in  a  joint  return. 

SECTION  III— THE  SERVICEMEN'S  EARNED  NET  INCOME 

REC(»fPUTATION 

8.  Tax  Forgiveness— Comparison  of  19j^  and  taases.-^.  Gen- 
eral Rule  (for  Civilians) :  In  the  transition  during  1948  to  the  pay-as- 
you-go  plan,  taxpayers  are  relieved  from  paying  both  their  19^  taxes 
and  their  1943  taxes  within  the  same  year,  through  a  forgiveness  by 
Congress  of  part  of  one  year's  tax.  The  1943  return  will  show  how  to 
figure  the  amount  of  tax  that  was  forgiven  and  how  much  must  still 
be  paid.  In  general,  the  1942  tax  is  compared  with  the  tax  on  1943 
income  to  determine  which  is  larger  and  which  is  smaller.  Part  or 
all  of  the  smaller  year's  tax  is  forgiven,  and  the  unforgiven  portion 
of  the  smaller  year's  tax  plus  all  of  the  larger  year's  tax  must  be  ac- 
counted for  in  the  1943  return,  together  with  {a )  the  credits  for  all  tax 
payments  made  on  the  1942  return,  (b)  taxes  withheld  at  the  source 
on  Avages,  and  (c)  payments  made  on  declarations  of  estimated  tax. 
The  tax  on  1943  income,  the  194-2  tax,  and  the  larger  of  the  two  taxes 
are  shown,  respectively,  on  lines  8,  9,  and  10  of  the  short  form  lOlOA, 
or  on  lines  16.  17,  and  18  on  page  4  of  the  long  form  1040  for  1943. 
The  "forgiveness  feature'^  is  shown  in  item  11  on  Form  1040A  and 
item  19  on  page  4  of  Form  1040. 

8b.  Where  a  serviceman's  1942  tax  is  not  gi^eater  than  the  tax  on 
his  1943  income,  no  special  problem  arises,  and  he  will  fill  in  lines  8, 
9,  and  10  of  Form  1040 A,  or  lines  16,  17,  and  18  on  page  4  of  Form 
1040,  just  the  same  as  would  a  civilian. 

Sc.  Speciai  Rule  for  Servicemen :  The  law  provides,  in  effect,  that 
if  Uie  taxpayer  is  in  active  service  in  the  military  or  naval  forces  of 
the  United  States  or  any  of  the  other  United  Nations  at  any  time 
during  the  taxable  year  1942  or  1943,  the  "increase"  in  tax  for  1943 
on  account  of  the  excess  of  the  1942  tax  over  the  1943  tax  shall  be 
^reduced"  by  the  amount  of  "increase"  that  is  due  to  the  inclusion  in 

1942  of  "earned  net  income"  (which  has  been  defined  in  a  previous 
circular).  [Section  6  (&)  (1)  and  section  6  (d)  (1)  of  the  Current  Tax 
Payment  Act  of  1943;  section  25  (a)  (4),  Internal  Kevenue  Code]- 
Therefore,  where  a  serviceman's  1942  tax  is  greater  than  the  tax  on 
his  1943  income,  the  difference  is  also  forgiven  to  the  extent  that  it  is 
attributable  to  earned  net  inccmie.  Every  taxpayer  in  1942  had 
**eamed  net  income"  at  least  to  the  extent  of  the  first  $3,000  of  his  net 
income.  Accordingly,  every  serviceman  whose  1942  fax  exceeds  his 

1943  tax  will  enter  on  line  9  of  Form  lO^A  or  line  17  on  page  4  of 
Form  1040  a  smaller  amount  than  if  he  were  a  civilian,  but  in  no  case 
will  this  lesser  amount  ever  be  less  than  tlie  1943  tax  on  line  8  or  line 
16,  since  it  is  only  tiie  excess  of  the  1942  tax  over  the  1948  tax  that  is 
forgiven  in  whole  or  in  part  under  this  law. 

8d.  If  separate  returns  are  filed  for  both  1942  and  1943,  or  if  joint 
returns  are  filed  fo^  both  years,  the  following  guide  with  resmct  to  the 
serviceman\s  earned  net  income  reGomputatton  should  be  observed  in 
preparing  returns  for  members  of  the  armed  forces  {where  no  credit 
is  claimed  on  line  15  on  page  4  of  Form  1040  for  tax  withheld  at  the 
souice  on  tax-free  covenant  bond  interest)  : 


A.  Compute  the  1943  taac  on  line  8  of  Form  1040A  or  line  16  of 

Form  1040.  , 

B.  Determine  the  1942  tax  shown  on  Form  1125  (statement 
{rom  collector)  or  on  the  taxpayer's  1942  return,  line  6,  on  Form 
1040A  or  line  33  on  page  1  of  Foran  1040,  or  as  revised  under 
paragraph  8h  below. 

C.  Compare  A  and  B. 

D.  If  B  U  equal  to  or  less  than  A,  enter  B  on  line  9  of  Form 
1040A  or  line  VI  on  page  4  of  Form  1040,  for  1943,  and  complfite 
(ihe  return  in  accordance  with  dii)Bctions  on  the  form. 

E.  //  B  exceeds  A,  recompute  the  1942  tax  after  excluding  (a^ 
the  taxpayer's  earned  net  income  (as  defined  by  law),  and  (b) 
the  earned  income  credit  with  respect  to  such  income.  (If  a 
joint  return,  the  exclusions  relate  only  to  tiie  spouse  in  the  armed 
service.   Ci.  paragraph  9b). 

F.  Enter  A,  the  1948  tax,  or  the  recomputed  1942  tax,  whichever 
is  greater,  on  line  9  of  Form  104QA  or  line  17  of  Form  1040,  writmg 
in  the  words  "Member  of  Armed  Forces",  and  complete  the  return 
in  accordance  with  directions  on  the  form. 

G.  Attach  to  the  return  a  copy  of  the  worfaheet  (no  particular 
form  required)  showing  the  recom^utation.  If  it  is  apparent  by 
inspection  that  the  recomputed  tax  is  zero  because  the  19^  income 
was  entirely  earned  income,  or  because  the  1942  unearned  income 
was  less  than  the  personal  exemption  plus  credit  for  dependents 
phfS  deductions,  a  statement  may  be  attached  substantially  as 
follows:  "I  was  in  active  service  in  the  Navy  (or  Army,  etc.)  in 
1942  and/or  1943,  and  my  recomputed  tax  for  1942  is  zero".  In 
such  cases,  enter  on  line  9  or  line  17  the  same  amount  of  tax  as  put 
down  on  line  8  or  line  16. 

8e.  Where  taxpayer  claims  a  credit  on  line  15  of  page  4.  Form  1040, 
for  tax  withheld  at  the  source  on  tax-free  covenant  bond  interest,  the 
amounts  of  1943  tax  and  1942  tax  to  be  entered  on  lines  IG  and  17  of 
page  4,  Form  1040  for  1943  are  the  net  amounts  after  deduction  of  the 
credit,  but  in  determining  whether  there  will  be  an  "increase"  in  tax 
to  be  added  to  the  1943  tax  on  account  of  the  excess  of  the  1942  tax 
over  1943  tax,  that  is,  whether  the  tax  on  line  18  of  pa^  4,  Form  1040, 
is  to  be  la^er  than  the  1943  tax  on  line  16,  the  comparison  of  the  1943 
and  1942  taxes  must  be  made  before  deduction  of  the  credit.  If  this 
comparison  discloses  that  no  "increase"  is  to  be  so  added,  because  the 
1942  tax  before  deduction  of  this  credit  is  not  greater  than  the  1943 
tax  before  deduction  of  the  credit,  this  is  a  statutory  limitation  which 
preclude  the  entering  on  Une  18  of  any  amount  in  excess  of  the  net 
1943.  tax  on  line  16,  and  it  is  ihm  immaterial  that  the  net  1942  tax  on 
line  17  may  in  some  cases  happen  to  be  greater  tiian  the  other  two 

amounts.  «        ™     •      ,    ,  , 

8/.  Special  Omde  for  Tax-free  Covenmt  CW*.— Therefore,  the  fol- 
lowing rules  should  be  observed  in  preparing  returns  for  taxmycss, 
including  members  of  the  armed  forces,  who  daim  a  credit  on  line  16 
of  page  4,  Form  1040,  for  tax  withheld  at  the  source  on  tax-free  cove- 
nant bond  interest : 

A.  Compute  the  1943  tax  on  line  14,  page  4  of  Form  1040  {fief  ore 
deduction  of  credit). 

B.  Determine  the  1942  tax  shown  on  Form  1125  or  on  Ime  33  of 
taxpayer's  1942^  return.  Form  1040,  or  as  revised  under  paragraph 


I.- 


8h  below,  and  add  back  the  credit  taken  on  line  ftl  of  tlut  leliim 
to  get  the  1942  tax  he  fore  deduction  of  credit. 

C.  Compute  the  1943  tax  after  deduction  ai  ci^ioeime  16,  and 
-  enter  result  on  line  16.  • 

D.  Determine  the  1942  tax  shown  on  Form  1125  or  on.  line  33 
of  the  1942  return  (which  is  after  deduction  of  credit). 

E.  Compare  A  and  B. 

F.  If  Bis  equal  to  or  less  than  J.,  enter  D  on  line  17  and  C  on  line- 
18.  Disregard  the  fact  that  D  on  line  17  may,  in  some  cases,  be 
arithmetically  larger  than  C,  becaose  when  B  is  not  ^ater  tnan 
A,  the  statutory  limitation  requires  that  the  tax' on  line  18  be  no 
gi  eater  than  the  tax  on  line  16.  Cwnplete  ti^e  return  in  accordance 
with  directions  on  the  form. 

If  B  exceeds  A — Rule  for  CwUiam. — ^Enter  D  on  line  17; 
enter  on  line  18  either  G  or  D  whichever  is  larger,  and  complete  the 
return.  - 

H.  //  B  exceeds  A — Bide  for  Servieemen. — (a)  Becompute  the 
1942  tax  after  excluding  (1)  the  member's  earned  net  income  (as 
defined  by  law),  and  (2)  ttie  earned  income  credit  with  respect  to 
such  income.  E^tennine  the  amount  of  the  recomputed  tax  after 
deducting  the  1942  credit  for  tax  withheld  on  tax-iree  covenant 
bonds. 

(&)  Enter  on  line  17  either  C  or  the  net  recomputed  1912  tax 
from  H(a),  whichever  is  larger,  writing  in  the  words  "Member 
of  Armed  Forces",  and  complete  the  return  in  accordance  with 
directions  on  the  form. 

(e)  Attach  to  tlie  return  a  ce^j  of  the  worksheet  showing  lie 
recomputation. 

8ff.  If  member  and  nonmember  spouses  live  in  a  community  prop- 
erty State  (in  which,  by  State  law,  income  upon  receipt  belongs 
equally  to  husband  and  to  wife)  and  filed  separate  returns  for  1942, 
each  should  have  included  in  his  or  her  return  one-half  the  "com- 
munity earned  income",  that  is,  one-half  of  the  earned  income  which 
he  earned  and  one-half  of  the  income  which  the  spouse  earned.  Both 
of  the  amounts  so  included  are  to  be  treated,  for  Federal  income  tax 
purposes,  as  his  or  her  earned  income.  Therefore,  in  making  the 
"serviceman's  earned  net  income  recomputation",  the  member  may 
exclude  from  his  or  her  taxable  income  the  total  amount  of  the  half- 
share  of  the  community  earned  net  income  so  reported  (not  in  excess 
of  $14,000).  but  the  nonmember  is  not  entitled  to  the  benefit  of  this 
recomputation  witli  respect  to  his  or  her  share  of  the  community 
earned  income.  This  is  true  even  though  the  nonmember's  entire 
income  consists  solely  of  one-half  of  the  member's  service  pay,  be- 
cause under  the  State  community  property  law  this  is  regarded  as 
belonging  to  the  nonmember,  and  the  nonmember  was  not,  at  any  time 
during  1942  or  1843,  a  member  of  the  military  or  naval  forces.  Ac- 
cordingly: 

(1)  If  they  file  separate  returns  for  1943,  the  "serviceman's 
earned  net  income  recomputation"  shall  be  made  only  with  respect 
to  the  member's  19^  tax  (see  paragraph  10  fF),  and  will  have  no 
application  in  determining  tne  nonmember's  1942  tax  for  the 
purpose  of  the  comparison  of  the  19^  tax  and  the  1948  tax,  re- 
gardless of  whether  they  filed  separate  retumB  or  a  joint  retom 
for  1942. 
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(2)  If  iiiey  file  a  joint  return  for  1943  (see  paragraph  9b), 
the  recomputation  of  1942  tax  (whether  that  tax  was  c»*igin&lly 
computed  upon  the  basis  of  a  joint  return  or  of  separate  returns 
for  Siat  year)  shall  be  made  aner  excluding  only  the  1942  ean^ 
net  income  and  the  earned  income  credit  of  tiie  member. 

8h.  Reallocation  of  Personal  Easemption, — Where  husband  and 
wife  filed  separate  lonnr  form  returns  on  Form  1040  for  1942,  they 
could  divide  the  personal  exemption  between  them  in  any  way  they 
chose,  and  in  separate  returns  on  short  Form  104()A  the  tax  in  the  tax 
table  was  computed  on  the  basis  of  dividing  the  personal  exemption 
equally  between  them.  In  computing  the  tax  liability  for  1943,  how- 
ever, they  may,  if  desired,  recompute  their  separate  1942  taxes  and 
revise  the  division  of  personal  exemption  between  them.  If  this  re- 
comi)utution  is  made,  the  method  in  the  long  Form  1040  must  be  fol- 
lowed in  all  cases,  showing  all  items  of  income,  deductions,  and  credits 
for  1942,  and  specifically  calling  attention  to  the  revised  personal 
exemption  used  for  each  spouse.  A  copy  of  the  worksheet  (no  par- 
ticular form  required)  should  be  attached  to  the  1943  return.  The 
1942  tax  as  so  recomputed  should  then  be  used  by  each  spouse  in  lien 
of  the  original  %ures  in  determining,  under  paragraphs  8  and  9 
herein,  the  amounts  to  be  entered  in  the  1943  return  with  respect  to 
1942  taxes.  For  the  rule  applicable  where  husband  and  wife  filed 
separate  returns  for  1942  and  widi  to  file  a  joint  return  for  1943,  see 
paragraphs  9a  and  9b*  For  c^nmunity  property  cases,  see  the  next 

paragraph.  i    i     i  j 

8^.  Reallodation  of  Credit  far  Dependents— Where  husband  and 
wife  filed  separate  1942  returns  on  long  Form  1040  or  short  Form 
1040A,  one  spouse  may  have  claimed  a  credit  for  dependents  for  whom 
he  or  she  furnished  the  chief  supjHjrt.  In  general,  that  credit  cannot 
be  shifted  to  the  other  spouse  in  an  amended  computation,  since 
it  is  AHowable  only  to  the  taxpayer  who  provided  the  chief  support, 
timt  is,  more  than  one-half  of  the  support,  of  the  dependent.  The 
Bureau  of  Internal  Bevenue  has  held,  however,  that  where  depend- 
ents are  supported  out  of  community  funds  which  are  owned  in  equal 

Eroportions  by  each  spouse,  the  credit  for  dependent  may  be  claimed 
y  either  the  husband  or  the  wife,  altiiough  it  cannot  be  divided 
between  them.  In  computing  the  1943  tax  liability  in  community 
property  cases,  they  may,  if  desired,  recompute  their  separate  1942 
taxes  as  indicated  in  paragraph  8h  above  and  in  sudi  recomputa- 
tion they  may  also  shift  the  credit  for  dependents  fnan  one  spouse 
to  the  other. 

SECTION  IV-^OINT  RETURNS  FOR  ONE  YEAR  AND  SEPARATE 

RETURNS  FOR  OTHER  YEAR 

9.  Change  from  Separate  Returns  to  a  Joint  Retwn. — a.  General 
Rule  (for  Civilians) :  If  husband  and  wife  file  separate  returns  for 
1942  but  are  filing  a  joint  return  for  1943,  the  amount  of  1942  tax 
to  be  used  is  obtamed  by  adding  together  the  separate  tax  bills  of 
both  persons  for  1942  (uf-  paragraph  8A  above).  Enter  this  com- 
bined 1942  tax  in  line  9  of  the  joint  Form  1040A  or  line  17  on  page  4 
of  the  joint  Form  1040,  and  follow  the  remainder  of  the  return. 
(Not^:  The  combined  1942  taxes  of  both  persons  is  to  be  used,  and 
not  a  tax  ccnnputed  on  thdr  combined  in<x»nes) . 
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95.  Special  Guide  for  Servicemen,  where  one  spouse  is  a  memberi 
and  the  other  spouse  is  not  a  member,  of  the  armed  forces: 

A.  Compute  the  joint  1943  tax  m  line  8  of  Form  lO^A  w  line 
*  16  on  page  4  of  Form  1040/ 

B.  Detennine  the  separate  1942  taxes  of  (a)  Uie  membw,  and 
of  (b)  the  nonmmber,  as  shown  on  Forma  1125  or  on  the  tox- 
payers  19^  returns,  line  6  of  Form  1040A  or  line  33  on  page  1 
of  Form  1040,  or  as  revised  under  paragraph  8k  above. 

G.  Add  togklier  the  separate  taxes  in  B  to  obtain  their  totaL 

D.  Compare  A  and  C. 

E.  If  C  is  equal  to  or  less  than  A,  enter  C,  the  c<»nbined  1942 
tax,  on  line  9  of  Form  1040A  or  line  17  on  page  4  of  Form  1040 
for  1943,  and  complete  the  return  in  accordance  with  directions 

on  the  form. 

F.  //  C  exceeds  recompute  the  member's  separate  1942  tax 
after  excluding  (a)  his  or  her  earned  net  income  (as  defined  by 
law),  and  (b)  the  earned  income  credit  with  respect  to  such  in- 
come. Do  not  recompute  the  nonmember's  separate  1942  tax  with 
respect  to  earned  income. 

G.  Add  together  the  member's  I'ecomputed  1942  tax  from  F 
and  the  nonmember's  1942  tax  from  B  (b). 

H.  Enter  A  or  G,  whichever  is  the  greater,  on  line  9  of  Form 
1040A  or  line  17  of  Form  1040  waiting  in  the  words  "Member 
of  the  i\jrmed  Forces,"  and  complete  the  return. 

10.  Chmae  from  Joint  Return  to  Separate  Returns. — a.  General 
Sule  (for  Civilians) :  AMiere  husband  and  wife  are  planning  to  file 
separate  returns  for  1943  but  filed  a  joint  return  for  1942^  the  amount 
that  each  should  enter  in  his  or  her  separate  1943  return,  on  line  9  of 
Form  1O10A  or  on  line  17  on  page  4  of  Form  1040,  as  the  tax  for  1942 
depends  on  whether  or  not  tlie  ioirU  19^  tax  was  smaller  or  larger 
than  the  combined  1943  taxes  (the  sum  of  the  amounts  entered  on 
line  8  of  both  Forms  1040A,  or  on  line  16  of  both  Forms  1040)  . 

10&.  If  Uieir  joint  1942  tax  was  smaller,  then  they  may  divide  it 
between  the  two  separate  returns  in  any  proportion  they  wish,  as 
long  as  each  share  does  not  exceed  the  Separate  1943  tax,  and  enter 
the  r^mlt  on  line  9  or  line  17. 
^  10a.  If,  however,  the  joint  18^  tax  was  larger  than  the  combined 
1943  taxes,  first  suotract  to  &id  the  difference.  This  difference  may 
be  divided  between  the  spouses  as  they  wish.  Each  should  enter  in 
line  9,  or  line  17,  the  sum  of  his  or  her  share,  plus  the  amount  of  the 
separate  1943  tax.  A  statement  should  be  attached  to  iiie  return 
showing  how  this  difference  was  shared. 

lOd.  The  forgiveness  will  then  be  figured  by  comparing  the  joint 
1942  tax  with  the  combined  1943  taxes.  Enter  the  smaller  total,  if 
more  than  $50,  in  the  forgiveness  schedule,  line  llA  of  Form  1040A 
or  line  19  (a)  on  page  4  of  Form  1040,  and  compute  the  forgiveness 
and  the  unforgiven  part.  The  unforgiven  part  of  the  tax  may  be 
divided  between  the  spouses  as  they  desire,  and  only  the  individual's 
share  will  be  entered  in  the  tax  column  at  the  right,  on  line  llC  or 
19  (e)  of  the  respective  forms. 

10.-^.  The  following  Guide  for  Civilians  who  change  from  a  joint 
1942  return  to  separate  1943  returns  will  indicate  specifically  how 
these  principles  aie  applied  in  determining  the  larger  of  the  1942 


and  1943  taxes  ( A  to  F  bdow)  and  in  figuring  the  tax  for^veiwsB 

(GtoJ):  -  • 

(1)  Comparison  of  IH^  <md  1943  taxes: 

'  A.  Compute  the  1943  tax  of  each  spouse  separately  and  enter 
in  his  or  her  separate  return,  line  8  of  Form  1040A  or  line  16  on 

page  4  of  Form  1040.  ,  .         i  -  j 

B.  Add  together  the  separate  1043  taxes  to  get  their -combmed 

total  for  1943. 

C.  Determine  the  joint  1942  tax  as  shown  on  Form  1125  or  on 
the  joint  1942  return,  line  6  on  Form  1040A  or  line  33  on  page  1 
of  Form  1040. 

D.  Compare  C  and  B. 

£•  //  C  is  not  greater  than  B. 

(fl)  Husband  and  wife  may  divide  C  between  them  in  any 
proportion  they  clioose,  as  l<mg  as  his  or  her  diare  does  not 
exceed  the  separate  1943  tax. 

(6)  Enter  E  (a),  the  amount  agreed  w^u  as  a  separate 
1942  tax,  in  line  9  of  Form  1040A  or  line  17  on  page  4  of  Form 
1040  of  each  spouse. 

{c)  Enter  A,  which  equals  or  is  larger  than  E  (6),  on  Ime 
10  of  Form  1040A  or  line  18  of  Form  1040. 

F.  //  C  exceeds  B: 

(a)  First  subtract  B  from  C  to  find  the  difference. 

(b)  Husband  and  wife  may  divide  tliis  difference  between 
them  as  they  wish. 

(c)  The  'separate  1942  tax  of  each  spouse  is  equal  to  A 
plus  F  (J) ;  that  is,  the  separate  1943  tax  plus  his  or  her 
sliare  of  the  difference. 

(d)  Enter  F  (c),  the  resuliin^  separate  1942  tax,  on  Ime 
9  of  Form  1040A  or  line  17  of  Form  1040  of  each  spouse. 

(e)  On  line  10  or  line  18,  enter  F  which  is  equal  to  or 
larger  than  A  and  therefore  is  treated  as  the  larger  of  the 
amounts  shown  on  lines  8  and  9  of  FornLlQ40A  or  lines  16 
and  17  of  Form  1040. 

(2)  Tarn  For givmess/ 

G.  Compare  B  and  C  (the  combined  1943  tax  and  the  joint 
1942  tax). 

H.  Enter  the  smaller  of  B  or  C,  if  more  than  $50,  on  line  llA 
of  Forin  1040A  or  line  19  (a)  of  Form  1040. 

I.  Figure  (a)  the  forgiveness  and  (b)  the  imforgiven  part  of 
the  tax  as  directed  in  the  return,  lines  IIB  and  llC  of  Form 
1040A  or  lines  19  (b)  and  19  (c)  of  Form  1040.  This  unforgiven 
tax  is  the  total  for  both  husband  and  wife. 

"  J.  Divide  I  (6),  the  unforgiven  tax.  between  husband  and  wife 
as  they  may  desire,  and  enter  in  the  v'mht  hand  column  (line  11  C 
of  Form  1040A  or  line  19  (c)  of  Form  1040)  of  their  separate 
returns  the  respective  shares  agreed  upon.  Then  complete  the 
return.  For  treatment  of  the  payments  made  on  the  joint  1942 
tax  see  parjigraph  Id  (7)  above. 
iO/.  Special  Gmde  for  Servicemen^  who  change  from  a  joint  1942 

return  to  separate  1943  returns,  where  one  spouse  is  a  |£i6mb»,  and 

the  other  is  not  a  member,  of  the  aimed  forces : 
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(1)  CtmparUon  of       €md  194S  taxes: 

A.  Compute  the  1943  tax  of  each  spouse  separately  and  enter 
in  his  or  her  sepiirate  return,  line  8  of  Form  1040A  or  line  16  on 
pa^e  4  of  Form  1040. 

B.  Add  together  the  separate  1943  taxes  to  get  tlieir  combined 
total  for  1943. 

C.  Determine  the  joint  1942  tax  as  shown  on  Form  1125  or  on 
the  joint  1942  return,  line  6  of  Form  1040A  or  line  33  on  page  1 
of  Form  lOlO. 

D.  Compare  C  and  B. 

^  If  C  is  not  greater  than  B: 

(a)  Husband  and  wife  may  divide  C,  the  joint  1942  tax, 
between  Uiem  in  any  proportion  they  choose,  as  long  as  his 
or  her  share  does  not  exceed  the  separate  1943  tax. 

{b)  Enter  E  (a),  the  amount  agreed  upon  as  a  separate 
1942  tax,  in  line  9  of  Fonn  1040A  or  line  17  <m  page  4  of  Form 
1040  of  each  spouse, 

{c)  Enter  A,  the  separate  1943  tax,  which  is  equal  to  or 
larger  than  E  (6) ,  on  line  10  or  line  18. 

F.  //  C  exceeds  B :  Recompute  C,  the  joint  1942  tax,  after  exclud- 
ing {a)  the  member's  earned  net  income  (as  defined  by  law),  and 
( J )  the  earned  income  credit  with  respect  to  such  income.  In  com- 
munity property  cases,  exclude  the  member's  share  of  the  com- 
munity earned  net  income,  as  explained  in  paragraph  8^, 

G.  //  the  jaint  10 tax  as  recomputed^  is  not  greater  than  5, 
the  combined  total  19^:3  tax: 

{a)  The  excess  of  C  over  B  is  forgiven  as  a  result  of  the 
recomputation. 

(6)  Therefore,  enter  A,  the  amount  of  the  separate  1943 
tax,  m  line  9  of  Form  1040A  or  line  17  of  Form  1040  of  each 
spouse^  Write  in  ^^Member  of  Armed  Forces"  in  member's 
return. 

{g)  Also  enter  A,  the  separate  1943  tax,  on  line  10  or  line 
18,  . 

H.  //  F.  the  joint  19^  taw  as  recomputed^  emeeds  5,  the  earn- 
hined  toted  1943  tax: 

(a)  First  subtract  B  from  F  to  find  the  difference. 

(b)  Husband  and  wife  may  divide  this  difference  between 
them  as  they  Avish. 

(c)  The  separate  1942  tax  of  each  spouse  is  equal  to  A  plus 
H  (&) ,  that  is,  the  separate  1943  tax  plus  his  or  her  share  of 
the  difference, 

(d)  Enter  H  (<?),  the  resulting  separate  1942  tax,  on  line 
9  of  Form  1040A  or  line  17  on  page  4  of  Form  1040  of  each 
spouse. 

(e)  On  line  10  or  line  18,  enter  H  (d)^  which  is  equal  to  or 
larger  than  A  and  therefore  is  treated  as  the  larger  of  the 
amounts  shown  on  lines  8  and  9  of  Form  1040A,  or  lines  16 
and  17  of  Form  1040. 

(2)  Tax  Fargwenese: 

I.  Compare  B  and  C  (the  oombmed  19^  tax  and  the  joint  1942 
tax)* 
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J.  Enter  the  smaller  of  B  or  C,  if  more  than  $5Q,  on  line  llA 
of  Form  104QA  or  line  19  (a)  of  Form  1040. 

K.  Figure  (a)  the  forgiveness  and  (b)  the  unforgiven  part  of 
the  tax  as  directed  in  the  return,  lines  IIB  and  llC  of  Form  1040A 
or  lines  19  (b)  and  19  (c)  of  Form  1040.  This  unforgiven  tax  is 
the  total  for  both  husband  and  wife. 

L;  Divide  K  (6),  the  total  unforgiven  tax,  between  husband 
and  wife  as  they  may  desire,  and  enter  in  the  right  hand  column 
line  lie  of  Fonn  1040A  or  line  19  {c)  of  Form  1040)  of  thdr 
separate  returns  the  respective  shares  agreed  upon.  Then  com- 
plete the  return.  For  treatment  of  the  payments  made  on  ih& 
joint  1942  tax  see  param^ph  7d  (7)  above. 

M.  Exception  to  Rme. — ^Where  a  member  of  the  armed  forces 
and  his  or  ner  spouse  made  a  joint  return  for  19^,  and  the  due 
date  of  the  member's  1943  return  is  postponed  because  he  or 
is  outside  the  continental  United  States,  the  spouse  in  this 
country  making  a  separate  return  for  1943  is  not  required  to 
report  in  the  separate  return,  or  pay,  any  of  the  increases  (by 
reason  of  the  cancellation  of  the  1942  tax)  in  the  1943  return, 
on  lines  9, 10,  and  11  of  Form  1040A  or  lines  17, 18,  and  19  on  page 
4  of  Form  1040,  The  amount  of  such  increases  depends  upon  a 
comparison  of  the  tax  on  the  joint  1942  return  with  the  tax  on 
a  joint  return  for  1943,  or,  if  a  joint  return  is  not  made  for  1943, 
with  the  aggregate  of  the  taxes  of  the  two  spouses  for  1943;  and 
it  is  presumed  that  this  comparison  cannot  be  made  where  the 
circumstances  are  such  that  the  serviceman's  due  date  is  post- 
poned. If  not  reported  in  the  separate  return,  the  tax  increases 
may  be  reported  and  paid  on  the  basis  of  an  amended  return  for 
1943  made  on  or  before  the  postponed  due  date  of  the  member's 
1943  return. 

.  10^.  Credit  for  Foreign  Tax. — In  making  computations  under  the 
foregoing  guides  relating  to  taxes  for  1942  and  1943,  the  taxes  should 
be  taken  after  the  deduction  of  the  credit  for  foreign  tax,  if  any, 
proAnded  in  section  31  of  the  Internal  Revenue  Code. 

10/?.  Taohfree  Covenant  cases.— Where  taxpayers,  including  mem- 
bers of  the  armed  forces,  change  from  a  joint  19^  return  to  separate 
1943  returns  or  vice  versa,  and  also  claim  a  credit  on  line  15  of  page  4, 
Form  1040,  for  tax  withheld  at  tlie  source  on  tax-free  covenant  bond 
interest,  notice  should  be  taken  of  the  principles  explained  and  illus- 
trated in  paragraphs  Se  and  8/  above,  that  the  comparison  of  the  1942 
and  1943  taxes  should  be  made  before  deducting  this  credit,  whereas 
the  computation  of  the  amounts  to  be  entered  m  lines  16  and  17  of 
Form  1010  ^<rald  use  the  net  ambimts  of  taxes  after  deduction  of  the 
eredit. 

SECTION  y-REFUNm  AND  CREDITS 

11.  Refunds  and  Credits  of  overpayments. — (a)  Use  of  return  as 
a  refund  daim :  Man^  taxpayers  .wul  be  entitled  to  a  refund  or  credit 
for  1943  because,  especially  in  the  cases  of  members  of  the  armed  forces, 
their  1942  tax  has  been  canceled  in  whole  or  in  part,  and  the  payments 
made  on  their  1942  tax,  toother  with  credits,  if  any,  for  (1)  taxes 
withheld  at  source  on  wages  while  in  civil  life,  and  for  (2)  taxes  paid 
on  a  declaration  of  estimated  tax,  exceed  the  total  tax  liability  shown 
in  the  1943  return.  To  secure  this  refund  or  credit  a  properly  executed 
return  on  Form  1040  or  Form  1040A  shall  at  the  election  of  the  tax- 
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payer,  constitute  a  claim  for  refund  or  credit  for  the  amount  of  the 
overpayment  shown  in  the  return.  An  election  to  treat  the  return 
as  a  claim  is  made  by  showing  in  it  the  amount  determined  as  an  over- 
payment and  statin;^  whether  the  overpayment  shall  be  refunded  to 
the  taxpayer  or  credited  against  the  taxpayer's  estimated  tax  for  1944, 
This  is  done  by  filling  in  line  17  of  Form  104()A  or  line  23  on  page  1 
of  Form  1040.  An  "amended  return,"  so  called,  shall  not  be  considered 
a  claim  for  refund  or  credit.  If  a  refund  or  credit  is  desired  of  a 
greater  amount  than  tiiat  shown  in  the  original  return,  a  daini  ^ould 

be  filed  on  Form  843. 

11^).  In  computing  the  amount  of  an  overpaym.ent  for  1943,  the 
tax  liability  sliown  on  line  12  of  Form  1040a  or  line  20  on  page  4 
of  Form  1040  shall  mclude  the  total  amount  of  any  increases  in  tax 
for  1943  on  account  of  liability  for  1942,  and  all  of  such  increases 
shall  be  taken  into  account  in  computing  the  amount  of  an  overpay- 
ment for  1943.  If  the  total  credit  for  payments,  line  13D  of  Form 
1040A  or  line  21  {d)  on  page  4  of  Form  1040,  is  not  greater  than  the 
total  tax  liability  (including  increases  under  the  Current  Tax  Pay- 
ment Act)  shown  on  line  12  of  Form  1040A  or  line  20  on  page  4  of 
Form  1040,  no  refund  results. 

12.  Alatemervt  of  Tarn  in  case  of  Death.— a.  General  Rule:  If  any 
person  dies  during  the  present  war  and  on  or  after  December  7,  1941, 
while  in  active  service  as  a  member  of  the  militaiy  or  naval  forces 
of  <lie  United  States  or  of  any  of  the  other  United  Nations,  the  in- 
come and  victory  taxes  with  respect  to  his  or  her  income  for  the  year 
of  death  are  canceled.  Taxes  paid  by  a  taxpayer  during  1943  (before 
death  occurring  in  that  year)  on  account  of  1942  tax,  and  taxes  paid 
on  account  of  1943  tax  either  through  withholding  at  source  on  civilian 
wages  or  as  installments  of  estimated  tax,  are  refundable,  and  the 
refund  may  be  secured  by  the  legal  representative  of  the  decedent  by 
filing  an  income  tax  return  for  1943  in  behalf  of  the  decedent  for 
the  period  from  tiie  beginning  of  the  taxable  year  to  date  of  death. 
Taxes  for  preceding  years  (including  interest  and  additions  to  tax) 
which  are  paid  before  the  member's  death  are  not  refundable.  If 
they  are  unpaid  at  date  of  death  they  will  not  be  assessed,  "or  if  assessed 
and  unpaid  at  such  date  they  will  not  be  collected,  if  sufficient  proof 
is  exhibited  to  the  Collector's  office  to  show  that  the  liability  is  prop- 
erly not  collectible.  This  proof  may  be  in  the  nature  of  an  authentic 
copy  of  a  telegram  or  letter  from  the  War  Department  or  Navy 
Department  notifying  the  next  of  kin  of  ^  member  of  his  or  her 
death  wliile  in  active  service. 

126.  Refund  or'  Credit  after  Death. — ^If,  however,  the  taxes  are 
l)aiil  after  death,  they  may  be  credited  or  refunded  as  an  overpay- 
ment. To  secure  this  refund  or  credit,  the  executor,  administrator 
or  other  person  legally  authorized  to  act  for  the  deceased  taxpayer's 
estate  will  be  required  to  file  a  claim  for  refund  on  Form  843,  sup- 
ported by  documentary  evidence  showing  the  right  of  such  individual 
to  act  for  the  estate,  and  a  certificate  of  confirmation  of  death  or 
properly  authenticated  copy  of  the  notice  from  the  War  Department 
or  Navy  Department  or  other  appropriate  Governmental  department, 
to  the  next  of  kin,  advising  of  the  death  of  the  taxpayer  while  in 
active  service,  and  indicating  the  name  of  the  taxpayer,  the  date 
uf  death,  and  the  status  or  rank  of  the  taxpayer  at  the  time  of  death, 
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includlne,  if  possible,  the  branch  of  SOTviee  in  which  sorvioe  was 
renderea  at  time  of  death. 

12tf.  Under  section  61  (6)  of  the  Internal  R«v«nue  Code,  a  husband 
and  wife  who  file  a  joint  return  are  jointly  and  severally  liable  for  the 

tax  shown  therein.  Under  the.  foregoing  rule,  the  abatement  of  the 
member  spouse's  tax  is  limited  to  that  part  of  the  tax  r^wrted  in  the 
joint  return  attributable  to  the  amount  of  his  net  income  included 
therein,  and  collection  of  tax  from  the  surriving  spouse  is  limited  to 
that  part  of  the  joint  tax  attributable  to  the  amount  of  the  latter's 
.  net  income.  The  tax  to  be  abated,  credited  or  refunded  is  determined 
as  an  amount  equal  to  that  portion  of  the  joint  tax  liability  which  is 
the  same  percentage  of  the  joint  tax,  as  a  tax  computed  upon  the  sepa- 
rate income  of  the  deceased  member  is  of  the  sum  of  the  taxes  com- 
puted upon  the  separate  incomes  of  the  spouses,  provided  that  the 
amount  to  be  abated,  refunded  or  credited  shall,  not  be  more  than  the 
amount  uninii d  at  t  he  date  of  death.  In  making  this  computation  note 
that  (1)  the  separate  taxes  are  computed  upon  the  basis  of  separate 
returns,  (2)  each  spouse  is  entitled  to  one-half  of  the  personal  exemp- 
tion allowed  on  the  joint  return,  and  the  separate  tax  used  in  the  pro- 
portion is  the  incoriie  and  victory  tax  after  deduction  of  credit  for 
foreign  taxes,  if  any,  but  before  considering  any  credits  for  income 
and  victory  taxes  withheld  at  the  source  from  \vages  or  from  other 
income. 

12d.  Under  the  provisions  of  section  G  (a),  (6),  and  (/)  of  the 
Current  Tax  Payment  Act  of  1943  the  tax  hability  of  a  taxpayer  for 
1942  was,  in  effect,  discharged  on  September  1,  1913,  and  payments 
made  on  the  1942  tax  shall  be  considered  as  payment  on  account  of  the 
estimated  tax  for  the  taxable  year  1943.  Accordingly,  where  a  meni- 
ber's  tax  liability  for  1943  is  canceled  because  death  in  active  service 
occurs  during  the  taxable  year  1943,  any  payments  made  on  account 
of  his  or  her  1942  tax  liability  which  would  be  api)licable  as  payment 
on  account  of  the  1943  tax  if  the  member  had  not  died  du.rin<r  tliat 
year,  will  be  sulqect  to  refund  or  credit  under  the  rule  in  paragraph 
11a. 

SECilON  Yl—eiSaXESLAL  INFORMATION 

13.  Declarations  of  Estimated  Tax.— a.  For  W^.—Th^  release  by 
the  Bureau  of  Internal  Revenue  of  Form  1040ES,  for  declarations  of 
estimated  income  and  victoi^  taxes  for  1944,  was  postponed  pending 
the  enactment  of  legislation  affecting  taxable  periods  beginning  in 
1944  Declarations  of  estimated  tax  for  1944  should  not  be  made  uixtil 
the  proper  forms  for  that  year  are  released  by  the  Bureau. 

13&.  ForJOp.—Any  taxpayer  who  was  in  active  service  in  the  mili- 
tary or  naval  forces  of  the  United  States  on  September  15,  1943,  was 
excused  from  filing  a  declaration  of,  and  from  paying,  estimated  tax 
for  1943,  if  final  return  for  that  year  is  filed  and  tax  shown  thereon 
paid  by  March  15,  1944,  without  further  installment  privilege.  In 
order  mat  collectors  may  know  that  no  penalty  should  be  asserted  for 
failure  to  file  declaration,  or  to  pay  estimated  tax,  or  for  substantial 
underestimate  of  tax,  each  member  of  the  armed  forces  who.  took 
advantage  of  this  deferment  should  attach  to  his  1943  return  (or 
write  on  the  margin)  substantially  the  following :  "No  declaration  or 
payment  of  19^  estimated  tax  was  made,  since  I  was  on  active  duty 
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in  tl»  Navy  15  September  1M3  and  wbs  entitled  to^^eieiraiBnt  andwf 

Treasury  regulations".  ,        .  .i-  i. 

14.  Information  Nieeded  for  Bettmi8.—<t.  In  order  to  facilitate  the 
preparation  of  income  tax  returns,  taxpayers  should  collect  the  fol- 
lowing information  and  have  it  ready  for  reference: 

(a)  Total  wages  and  other  pay  earned  in  1943 — from  the 
receipt  (on  Form  V-2  or  Form  W-2)  or  Form  1099  or  other  in- 
formation from  employer. 

(6)  Total  income  tax  and  victory  tax,  if  any,  withheld  from 
wages  in  1943— from  the  receipt  Form  V-2  or  Form  W-2. 

(c)  Total  amount  of  1942  income  tax— from  the  stat^nlent  (on 
Form  1126)  mailed  to  each  taxpayer  by  the  Collector. 

{d)  Amount  paid  on  1942  tax— also  from  the  Collector's  state- 
ment. 

(e)  Amount,  if  any,  paid  in  September  or  December  1943  on  a 
declaration  of  estimated  tax— from  canceled  checks,  receipts,  etc., 
or  from  copy  of  the  declaration.  Members  of  the  armed  forces 
in  active  service  on  September  15,  1943  were  not  required  to  file 
declarations  of,  or  pay,  estimated  1943,  tax,  but  some  may  have 
done  so  in  order  to  keep  current  with  their  payments. 

(/)  Amount  of  any  other  taxable  income  (besides  wages  and 
other  pay)  received  in  1943,  such  as  interest,  dividends  and  annui- 
ties—from passbooks,  personal  records,  letters  or  other  sources. 

(g)  If  a  serviceman's  1942  tax  in  item  (c)  above  is  more  than 
the  1943  income  and  victory  tax,  indude  a  worksheet  showing  the 
recompiitation  of  the  19^  tax  after  excluding  earned  net  income 
as  explained  in  Section  III  herein,  paragraphs  8d,  8f ,  9b  and  lOf. 

(A)  If  husband  and  wife  revise  their  1942  tax  to  change  the 
division  between  them  of  tiie  pwrsonal  exmption,  submit  a  work- 
sheet (see  paragraph  8h  herein). 
The  above  items  are  key  figures  needed  for  filling  in  either  short 
Form  1040A  or  long  FormlOlO.    If  tiie  long  form  is  used,  the  follow- 
ing additional  figures  may  be  needed : 

(i)  An  itemized  list  of  deductions  claimed  for  contributions, 
interest  paid,  taxes,  casualties,  medical  expenses  for  family,  etc. 

(;■)  Detailed  figures  on  income  from  rents,  royalties,  sale  or 
exchange  of  securities  and  other  property,  profit  and  loss  from 
business  or  profession  in.civil  life,  etc. 

(k)  Tax  paid  at  source  on  tax-free  covenant  bonds,  tax  paid  to 
foreign  countries,  etc. 

In  addition  to  the  f orpins: 

(Z)  If  husband  and  .wife  filed  separate  returns  for  1942  but  are 
filing  a  jomt  return  for  1943,  they  will  need  the  total  1942  tax  of 
each  spouse  and  the  amount  paid  by  each  for  1942. 

(m)  If  husband  and  wife  filed  a  joint  return  for  1942  but  are 
filling  separate  returns  for  1943,  each  must  know  the  amount  of 
the  other's  tax  on  1943  income,  in  order  to  obtain  the  otnnbined 
1943  tax  mider  paragraph  10. 

W.  B.  Young, 
'B0ar  Admiraly  S.  (7.,  U.  S.  Ivavy, 

Pen/master  General  of  the  Navif. 
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